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In what ways do national currencies contribute to a sense of national identity? Building on 
the insights of 19th- and early 20th-century observers, the author suggests that national cur- 
rencies might foster national identities in five ways: (a) providing a vehicle for nationalist 
imagery that constructs a sense of collective tradition and memory, (b) acting as a common 
medium of social communication that may facilitate the “communicative efficiency” of 
members of the nation and encourage similar frameworks of thought, (c) creating collective 
monetary experiences that can bolster the feeling of membership in a national community of 
shared fate, (d) contributing to a sense of popular sovereignty, at least insofar as the na- 
tional currency is managed in a way that corresponds with the people’s wishes, and (e) 
strengthening the kind of quasi-religious faith that is associated with nationalism, especially 
when the currency is managed in a stable manner. 


In what ways do national currencies contribute to a sense of national identity? 
This question is remarkably understudied in contemporary academic literature. 
In the large and rapidly growing literature on nationalism, currency structures 
are rarely mentioned as significant. If we turn to the shelves of books on money 
and currencies, the significance of national currencies to national identities is 
sometimes acknowledged but usually just in passing before attention is focused 
on more economic issues. 

The neglect of this subject in academic literature is particularly surprising 
given the prominence that it is being afforded in public discussion at the mo- 
ment, particularly in Europe. Opponents of the European Union’s common cur- 
rency project are expressing their concern that the abandonment of national cur- 
rencies will “dilute” their national identity.' Even strong supporters, such as the 
European Commission (1995) have been forced to recognize that “for some 
people, the change will feel almost like a change of identity” (p. 49). In new na- 
tion states in Eastern Europe, the relationship between national currencies and 
nationalism has also been the subject of considerable attention. All of these new 
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countries have chosen to introduce new national currencies, and one reason has 
been that these currencies are seen as “a badge of national identity.” 

This article seeks to begin to address this gap in academic literature by devel- 
oping a way to think analytically about the relationship between national curren- 
cies and national identities. To do this, I return to insights offered by observers 
during the 19th and early 20th centuries who lived in an era when national cur- 
rencies were first being created in the leading economic powers of the world. In 
that era, I show that the issue received more analytical attention than it has today. 
I build on ideas developed in that period to argue that national currencies may 
contribute to a sense of national identities in five distinct ways. My objective in 
the article is not to demonstrate that each of these links has, in fact, existed in 
concrete historical settings during the 19th and early 20th centuries or even in 
the contemporary period. That task I will leave to future researchers. Rather, as 
a first step in initiating debate on this topic, my purpose is a much more limited 
one of drawing on historical writings to speculate about how we might begin to 
think analytically about the relationship between national currencies and na- 
tional identities. In other words, this article is not trying to prove any causal re- 
lationship between national currencies and identities in the past or in the con- 
temporary period but simply to set out a research agenda suggesting ways in 
which we might begin to think about the nature of this relationship. 


NATIONAL CURRENCIES, IMAGERY, AND 
THE CONSTRUCTION OF NATIONAL IDENTITIES 


Perhaps the most obvious way in which national currencies can be linked to 
national identities is through the imagery emblazoned on them. Anyone who has 
traveled widely, or simply collected the money of different countries, cannot 
help but notice the nationalist imagery that covers each country’s coins and 
notes in the modern age. Strangely, however, these images and their influence 
have not attracted the attention of scholars of nationalism. Nationalist imagery 
on items such as flags, stamps, and statues has been analyzed, but that on money 
has been neglected.’ This neglect is particularly odd because its impact may 
have been much greater. Even Eric Hobsbawm’s (1983) important essay on the 
mass production of nationalist tradition in the late 19th century ignores this 
topic, despite his brief acknowledgment that money is the “most universal form 
of public imagery.” (p. 281). 

The potential importance of imagery on money was, however, not neglected 
by policymakers engaged in nation building during the 19th and early 20th cen- 
turies. It had, in fact, long been recognized by the powerful. Well before the na- 
tionalist age, monarchs and emperors around the world sought to advertise their 
power and authority by implanting their seal or head on forms of money they is- 
sued. With the creation of national currencies and the emergence of nationalism 
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in the 19th century, however, the imagery and the uses to which it was put began 
to change. Let us begin with the imagery itself. 

The first signs of a significant shift in images on money to reflect nationalist 
ideas and identities can be found in the late 18th/early 19th centuries in the con- 
text of the revolutions in the Americas and France. Particularly prominent at this 
time were images more appropriate to an age of popular sovereignty. In France, 
for example, the revolutionary government replaced Latin wording with inscrip- 
tions written in French and also covered its coins and inconvertible paper money, 
the assignats, with allegorical images of the French people and of liberty, equal- 
ity, and fraternity (Lafaurie, 1981; Porteous, 1969, pp. 230-231). Similarly, in 
the newly independent United States, Congress refused to put the head of Presi- 
dent Washington on its coins, considering this a “monarchical” practice, and in- 
stead substituted a figure of “Liberty” (Carothers, 1930, pp. 54, 61; Taxay, 1966, 
pp. 31, 57-61). This kind of imagery was also common on the coins of the newly 
independent republics of Latin America (Doty, 1989). The considerable impor- 
tance attached to these images by political leaders is made clear by Morelos’s 
comments in Mexico in 1814: 


This nation has been made to venerate royalty and our citizens uncover their heads 
each time they see the effigy of the king on the coinage. .. . If we don’t permit any 
other form of money except the one we have devised . . . we will obtain our Liberty. 
(quoted in Pradeau, 1962, p. 16) 


It was not until the last third of the 19th century, however, that most independ- 
ent governments across the world began a more systematic and organized cam- 
paign to place nationalist imagery on their money. Instead of reflecting values of 
popular sovereignty, the imagery in this period was driven by the desire of rulers 
to devise new methods of maintaining legitimacy in the face of domestic chal- 
lenges to their rule. Hobsbawm (1983) explains how governments across the 
world in this era launched extensive initiatives to cultivate the allegiance of citi- 
zens by instilling in them a sense of collective identity centered around national- 
ist images of a common past and culture. Elaborate iconography on money, es- 
pecially banknotes, played a major role in these initiatives, and governments 
were aided by advances in the technology of printing, which permitted strik- 
ingly detailed imagery to be place on the notes in the 19th century for the first 
time. 

The U.S. government was among the first to redesign its banknotes along 
these new lines when its created a single national banknote in 1863. Given the 
civil war that was raging, federalist politicians were particularly keen to insist 
that the images placed on the new note would enhance “a sentiment of national- 
ity” (Senator John Sherman, quoted in Davis, 1910, p. 80).° To this end, the new 
notes were emblazoned with beautiful vignettes of personalities (e.g., Columbus, 
Franklin, Washington), events (e.g., the signing of the Declaration of Independ- 
ence, the Battle of Lexington, the Pilgrims’ landing, the baptism of Pocahontas, 
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the surrender of General Burgoyne), and symbols (the flag, the eagle, the Capi- 
tol) that were seen as seminal to the history and image of the nation (Friedberg, 
1962). 

This U.S. practice was then emulated by most other states that centralized 
their note issue in the late 19th and early 20th centuries. Indeed, often the same 
banknote companies and artists were involved in the design of many countries’ 
notes and coins, thus contributing to the uniformity of the practice (though not, 
of course, of the specific images).° Much of the imagery in this period was his- 
torical, reminding/teaching citizens of key events, personalities, and landmarks 
in the nation’s history. Also prominent were portrayals of the everyday life of na- 
tional citizens as well as of the economic progress of the nation. Landscapes 
were also common, perhaps not surprisingly because, as Simon Schama (1993) 
reminds us, such images were instrumental in the construction of national iden- 
tities in most countries.’ The images of the nation also went beyond these com- 
mon motifs in interesting ways in some instances. Insecure Canada, for exam- 
ple, covered one note with an image of an allegorical figure pointing to the 
country’s place on a map of the world, as if to remind recent immigrants where 
on the globe their new country could be found (Gilbert, in press).* Equally inter- 
esting were Finland’s notes designed during the 1920s, which seemed to empha- 
size “the vitality of the native race” with their nude figures set against various na- 
tional landscapes (Talvio, 1995, p. 143). 

Why was imagery on money seen to be so significant to the project of official 
nation building? Some of the government policymakers involved in construct- 
ing this imagery were insightful in identifying its significance. Here is the expla- 
nation given by the chief clerk in the U.S. Treasury who first advocated the use 
of the new imagery on the 1863 banknotes described above: 


[They] would tend to teach the masses the prominent periods in our country’s his- 
tory. The laboring man who should receive every Saturday night, a copy of the 
“Surrender of Burgoyne” for his weekly wages, would soon inquire who General 
Burgoyne was, and to whom he surrendered. This curiosity would be aroused and 
he would learn the facts from a fellow laborer or from his employer. The same 
would be true of other National pictures, and in time many would be taught leading 
incidents in our country’s history, so that they would soon be familiar to those who 
would never read them in books, teaching them history and imbuing them with a 
National feeling. (letter from S. M. Clark to Secretary Chase, March 28, 1863)? 


In this passage, the chief clerk identified two central points about the poten- 
tial power of nationalist imagery on money in constructing a collective national 
identity. First, images on money were guaranteed a much larger audience than 
images carried by other media, because of the pervasiveness of the use of money 
in the kind of market economy that was spreading across all leading states in the 
19th century. Images on money were particularly effective in conveying mes- 
sages to the poor and illiterate with whom the state had difficulty communicat- 
ing through other means such as newspapers or schooling. In contexts in which 
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the infrastructural reach of the state was weak, transport and communications 
were difficult, and illiteracy was high, imagery on money often provided a state 
with the only means to convey symbolic messages to vast numbers of such 
citizens.” 

Second, images on money may also have been particularly effective tools of 
propaganda because they were encountered so regularly in the context of daily 
routines. As Fernand Braudel (1985a) puts it, money is one of the basic “‘struc- 
tures of everyday life.” The U.S. clerk noted that this gave particular force to the 
imagery on it, providing a frequent reminder to people that they were members 
of what nationalists considered to be acommon, homogenous community. For 
this reason, national currencies may have acted as much more effective purvey- 
ors of nationalist messages than flags or anthems. Indeed, as Virginia Hewitt 
(1994) observes, coins and banknotes are “among the most mass-produced ob- 
jects in the world, painstakingly designed for millions of people to use.” As she 
notes, they thus offer “an unparalleled opportunity for officially-sanctioned 
propaganda, to colour the recipient’s view” (p. 11). This capacity of money to in- 
fluence identities in a subtle way was also well captured by W. B. Yeats when he 
described the new coins of independent Ireland in the 1920s as “silent ambassa- 
dors of national taste” (quoted in McGowan, 1990, p. 46). 

The symbolic role that national currencies might play in cultivating a sense of 
national identity was thus clearly identified in the 19th century. Is it still relevant 
today? Judging by the comments of opponents of the common currency project 
in Europe, national symbols on money are significant sources of identification 
for many people in the contemporary era. The archbishop of Canterbury, for ex- 
ample, recently noted, “I want the Queen’s head on the bank notes. The point 
about national identity is a very important one” (quoted in Goodhart, 1995, p. 
455). Another English observer recently made a similar point: “Messing about 
with the currency . . . is deeply unpopular because, at a gut level, people feel [it 
is] organic to our national identity—-veins and arteries to our consciousness. The 
Queen’s head on our coins . . . says something reassuring to the average per 
son.”"! The attention paid to the imagery to be placed on the new European notes 
and coins as well as the money of new states in Eastern Europe also highlights 
the continuing significance of the symbolic role of currencies.’ 

Still, its importance may be diminishing relative to the role suggested in the 
U.S. Treasury clerk’s analysis. One reason is that the state’s capacity to commu- 
nicate images and messages to citizens via alternative means has been vastly en- 
hanced in the 20th century as literacy has spread and the state’s direct relation- 
ship with citizens has improved. Moreover, money itself is less of a novelty in 
people’s everyday lives than it was in the 19th century, and the imagery on it may 
thus be less likely to attract attention. Equally important, an increasing number 
of the everyday transactions in the national currency do not involve a form of 
money with nationalist imagery on it. Electronic forms of money as well as debit 
and credit cards are increasingly supplanting government-issued cash as a 
means of payment in a wide range of daily transactions (Helleiner, 1998). 
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NATIONAL CURRENCIES AS A MEDIUM 
OF SOCIAL COMMUNICATION 


National currencies may foster national identities not just at the propagan- 
distic level through cultivating a collective memory and nationalist culture. 
They may also bring citizens of a nation together in a concrete sense by creat- 
ing a common economic language with which to communicate. Many ana- 
lysts of money in the 19th century likened it to language in that both act as a 
basic medium of social communication (e.g., Shell, 1982). Little wonder, 
then, that the creation of a national currency was seen alongside the creation of 
standardized national language as a crucial task by nation builders in that era. 
And, yet, the importance of the former has received little attention among schol- 
ars of nationalism. 

To explore the potential significance of national currencies as a unifying me- 
dium of communication, one must recall the complexities of the organization of 
money before national currencies were created (Helleiner, 1997). To begin with, 
before the 19th century, the poor within most countries of the world predomi- 
nantly used low-denomination tokens or copper and bronze coins, often pri- 
vately issued, that were not easily convertible into the kinds of money used by 
the wealthier. The result was a tiered monetary order rather than a coherent na- 
tional one, in which economic “communication” between rich and poor was in- 
hibited by the existence of a fluctuating and unclear “exchange rate” between 
the respective forms of money used by these two classes. Economic communi- 
cation within the nation was also undermined by various rather chaotic features 
within the official monetary system. A wide range of foreign coins, for example, 
often circulated alongside domestic currencies, and officials and merchants 
were usually forced to set rates at which they would be accepted. Even domesti- 
cally issued coins in circulation were frequently very uneven in quality, partly 
because of poor minting technology and partly because old and worn coins were 
not withdrawn regularly and counterfeiting was widespread. In addition, the 
relationship between the value of two dominant types of coins in circulation— 
silver and gold—was subject to change because of their intrinsic metallic value, 
often producing a sudden disappearance of one or the other from domestic circu- 
lation. As paper money increasingly began to be issued during the 18th and 19th 
centuries, many different private and public institutions also began to issue notes 
with varying appearances and denominations as well as different degrees of ac- 
ceptance across the economic space of each country. Finally, to cope with this 
lack of uniformity in the domestic monetary system, abstract units of account 
were often used to value the various forms of money in circulation. Although 
they helped to reduce the confusion at the level of accounting, these “ghost mo- 
nies” also contributed to the monetary complexities by creating yet another 
monetary instrument that had to be used. 
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The creation of national currencies out of this chaotic monetary situation was 
a central part of nation building in the 19th and early 20th centuries, and it re- 
sulted only from what Viviana Zelizer (1994) calls the “painstaking and deliber- 
ate activities of public authorities” (p. 205). Part of the process involved the pro- 
duction for the first time of large quantities of high-quality “petty coins” for the 
poor, coins that were fixed in a clear relationship to the other official forms of 
money. Governments also began to replace “full weight’ silver and gold coins 
with well-made token coins whose value was set within the framework of the 
gold standard rather than being derived from their intrinsic metallic value. 
Equally important were initiatives to create a single homogenous banknote, re- 
move foreign coins from domestic circulation, and eliminate ghost monies. At 
the same time, more concerted and effective efforts were launched to stamp out 
counterfeiting and eliminate old and worn money. These various reforms took 
place at quite different speeds in different countries, and in many countries the 
full monetary transformation was not complete until the interwar period (and, of 
course, even later for colonized countries). But the result was the same almost 
everywhere: the creation of a new territorially exclusive and homogenous me- 
dium for communication in the monetary realm within each nation. 

In what ways might this new communications medium have contributed to 
the construction of national identities? Karl Deutsch (1966) argues that national 
identities emerged only once a people could begin to communicate more effec- 
tively and over a wide range of subjects. In his list of channels of social commu- 
nication that could bolster the “communicative efficiency” (p. 98) within the na- 
tion, he briefly mentions the example of the role of acommon currency (p. 50). 
Although he does not analyze this example, it may have been an important one. 
The emergence of national currencies certainly helped to encourage economic 
transactions within the nation by eliminating the enormous uncertainties and 
transaction costs associated with the old monetary order. Not only did a single 
form of money now exist to facilitate economic relationships in a horizontal 
sense across the territorial space of the nation, but in an equally important verti- 
cal sense, poor and rich alike now communicated via the same “monetary lan- 
guage” (Bagehot, 1869/1978, p. 4) within the new homogenous national mone- 
tary order. In France, for example, Eugen Weber (1976, pp. 32-44, 40) cites the 
growing use of a national currency among the rural poor of France as one part of 
a broader transformation that transformed “peasants into Frenchman’ in the late 
19th century. In his words, the new standardized national currency became “a 
universal language that all understood and all now wanted to speak” (p. 40). 

The facilitation of national economic communication in these ways was of- 
ten the explicit aim of the various monetary reforms mentioned above. Here, 
again, the comparison between language reforms and monetary reforms is worth 
highlighting. During the 19th and early 20th centuries, the construction of a 
standardized national language was seen by nationalists as a crucial task to cre- 
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ate a new national political community. Without the ability to speak and read the 
same language, citizens would be unable to communicate in national political 
discourse with each other and to learn their new political rights. A common na- 
tional currency was seen to play a similar role in bringing citizens into a new na- 
tional economic community. Without a standardized form of money, citizens 
faced enormous difficulties interacting with each other in a national marketplace 
in a smooth and clearly understandable way. An Italian Parliamentary Commis- 
sion examining the need to unify the currency of the new country noted in 1862, 
for example, how use of diverse local coins and units of account was preventing 
unity in “economic language” (Royal Commission, 1868, p. 307). The creation 
of uniform national currency could help foster a sense of national identity not 
just by encouraging communication between citizens but also by producing eco- 
nomic benefits to individuals, as this American supporter of a single national 
banknote argued in 1861: 


Every citizen... who is supplied with such a currency—a currency which will be 
equal to gold through every foot of our territory, and everywhere of the same value, 
with which he can travel from Oregon to Florida and from Maine to New Mexico, 
would feel and realize, every time he handled or looked at such a bill bearing the 
national mark, that the union of these states is verily a personal benefit and bless- 
ing to all. (Potter, 1879, p. 5). 


The monetary barriers to efficient economic communication were seen as es- 
pecially important to address in the 19th and early 20th centuries given that the 
industrial revolution was creating societies in which “the individual is more and 
more tied into the economy of exchanges” (Ardant, 1975, p. 227). Just as Ernest 
Gellner (1983) saw a standardized national language as key adjunct for the new 
mobile political-cultural community emerging in the industrial age, monetary 
reformers in that era saw national currencies and new national-scale markets as 
linked in the same way. The industrial revolution was particularly significant in 
incorporating the poor into the monetary economy, and reformers noted the spe- 
cial difficulties that the complexities of the old monetary order increasingly 
posed for them. In a context in which many different issuers of paper money ex- 
isted, for example, the poor were easily swindled, as they were less able to detect 
“good” banknotes from “bad” ones. The creation of a homogenous national 
banknote was thus often justified on the grounds that it would protect the masses 
from the consequences of their greater monetary “‘illiteracy.””” The need to ad- 
dress persistent shortages of low-denomination coins and provide the poor with 
more reliable and higher quality money as the monetary economy spread also 
prompted important coinage reforms in the 19th century, including the move to 
the gold standard in some countries (Helleiner, 1997). 

In instances such as these, it is worth remembering that the concern shown for 
difficulties encountered by the poor in the monetary realm was a new phenome- 
non. Before the 19th century, the monetary authorities such as the Royal Mint in 
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Britain had not considered the low-denomination coins it issued for the poor to 
be real money. For this reason, the Mint, in fact, refused to put the monarch’s 
face on such money in that era, and its production had not been seen as an alto- 
gether proper activity for the institution (Craig, 1953, p. 250; Whiting, 1971, 
pp. 13-25). With the arrival of the age of nationalism, the poor were now consid- 
ered more equal citizens in a national community, and these monetary reforms, 
in part, reflected that change. The reforms, in turn, no doubt may have encour- 
aged a closer sense of identification with the nation among the poor, as they ex- 
perienced the concrete benefits that the new monetary arrangements brought 
and the associated sense of membership in the national society. Gabriel Ardant 
(1975), for example, described how the creation of egalitarian taxation struc- 
tures in the 19th century contributed to a sense of national consciousness and be- 
longing in the same ways. National currencies may have represented a second 
example of what he calls the financial “infrastructure of national feeling” 
(p. 229) that emerged in that era. 

As a medium of communication, national currencies might be linked to na- 
tional identity not just in the kind of functional ways described above; that is, 
through the economic associations and benefits they produced. Some 19th- and 
early-20th-century writers also hinted that money as a medium of communica- 
tion influenced identity at a deeper psychological level. Here, again, the parallel 
to language is useful. To the French revolutionaries, a common national lan- 
guage was seen as important in a functional way of encouraging participation in 
the national political community. To Herder, however, its importance was quite 
different: Because language was central to the operation of the human mind, 
people who spoke the same language could be expected to think in a similar way 
(Szporluk, 1988). The power of money as a medium of communication to trans- 
form identities at this deeper level also caught the attention of thinkers such Karl 
Marx and George Simmel, although they thought about it in a slightly different 
way than Herder did. 

Both commented on the power of money to undermine traditional social rela- 
tions of feudal life by transforming all social and personal ties into ones charac- 
terized by impersonal and instrumental economic calculations. As anew mecha- 
nism of communication, money’s ability to assign value in a standardized way to 
diverse items lead to a dissolution of the concrete relationships of traditional so- 
cieties and their replacement by abstract and impersonal social relations. For 
this reason, Marx (1974) referred to money as a kind of “radical leveler’’ that 
“does away with all distinctions” associated with traditional social relations 
(p. 132). Likewise, Simmel (1900/1978) argued that money had a “qualitatively 
communistic character” (p. 377), a character that derived from its ability to “‘be- 
come a denominator for all values” (p. 440). 

Although neither of these authors commented in detail on the significance of 
the national nature of currencies (although see below for Marx), their analysis 
was highly suggestive. They implied that, through its ability to reduce every- 


Downloaded from abs.sagepub.com at EMORY UNIV on April 18, 2015 


1418 AMERICAN BEHAVIORAL SCIENTIST 


thing in the nation to acommon “language,” a national currency enabled citizens 
not just to communicate economically but also to think in a similar way and to 
situate themselves in acommon fashion within the national community. Moreo- 
ver, by doing away “with all distinctions,’ money ensured that this community 
was one that, to use Benedict Anderson’s (1983) phrase, was “imagined” as level 
or based on a kind of horizontal comradeship. At the same time, and neglected in 
Simmel’s (1900/1978) analysis especially, this radical-leveling function of 
national currencies stopped at the border, beyond which a different monetary 
language would have to be learned and understood. In this way, the “level- 
ing” and “communistic” characteristic of national currencies may have con- 
tributed not only to a sense of national affiliation but also to a feeling of distinc- 
tion from others. 

Marx (1859/1904) was more astute than Simmel (1900/1978) in recognizing 
the latter way that national currencies might separate people on the basis of na- 
tionality. Marx believed, however, that the growing use of “world-monies,” such 
as gold, by the bourgeoisie would encourage more “cosmopolitan” forms of 
identity to emerge, at least among that class: 


With the development of world-money as distinguished from national coin, there 
develops the cosmopolitanism of the commodity owners as the faith in practical 
reason opposed to traditional, religious, national and other prejudices which hin- 
der the interchange of matter among mankind. As the identical gold that lands in 
England in the form of American eagles, turns there into sovereigns and three days 
later circulates in Paris in the form of Napoleons, only to emerge in Vienna a few 
weeks later as so many ducats retaining all the while the same value, it becomes 
clear to the commodity owners that nationality “is but the guinea’s stamp.” The 
lofty idea which he conceives of the entire world is that of a market, the world mar- 
ket. (pp. 207-208) 


We might disagree with Marx’s quick dismissal of the role of “the guinea’s 
stamp” in the creation of national identities, but his analysis of the way that 
money can influence one’s perception of the nature of community in which one 
exists—be it a national or world community—was insightful. 

Marx’s (1859/1904) views on this issue were, in fact, shared by many eco- 
nomic liberals of his day who sought to build the very kind of cosmopolitan 
world community that he predicted. In the 1860s, many liberals threw their 
support behind a proposal to create a form of “world money” that went beyond 
what Marx discussed. They hoped to create a universal coin that would circu- 
late in all countries of the world. Most of the discussion surrounding this initia- 
tive centered on efficiency gains that could be realized and the international 
trade that would be encouraged if the proposal were adopted. As an additional 
benefit, however, some prominent liberals suggested that a common monetary 
instrument—or “price language” in Walter Bagehot’s (1869/1978, p. 71) 
words—would reduce national sentiments by encouraging similar patterns of 
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thought. As Bagehot argued to his fellow citizens in 1869, if England were to in- 
troduce the universal coin, 


all Englishmen would lose some of the exceptional national feeling which retards 
their progress, which makes them look at others as strange, which makes them 
think us singular too. If civilization could make all men of one money, it would do 
much to make them think they were of one blood. (quoted in Perlman, 1993, 
p. 318) 


Later, in 1916, another prominent liberal, Edwin Kemmerer (1916), highlighted 
a similar point in advocating an international coin to circulate through the 
Americas: “With national currencies, foreign merchants] speak a foreign lan- 
guage; he can translate it by an effort, but it is not a language in which he thinks. 
He can mathematically compute the equivalents but he does not feel them when 
prices are quoted” (p. 69). 

These analyses of the links between national currencies as a communication 
medium and national identities may still be seen as relevant in the contemporary 
age. In the European context, for example, one could argue that the creation of a 
supranational currency will contribute to supranational forms of identity in a 
functional way through the increased economic communication and benefits it 
provides. The euro may also influence identities at a deeper level by creating a 
new common price language, thus altering the mental universe of monetary cal- 
culations that an individual makes everyday. Indeed, a recent publication from 
the European Commission (1995) makes this point quite effectively: “People do 
not become instantly accustomed to a new money. In at least one respect, adjust- 
ing to it is somewhat like learning a language—it takes time and practice before 
it is possible to ‘think’ in the new currency” (p. 48). 

Charles Goodhart (1995) has noted that people will “think” in this new supra- 
national currency not just in the marketplace but also with respect to official fis- 
cal transfers and payments across Europe. Judging by the experience of existing 
national currency zones, he argues that this too will contribute to an erosion of 
the identification with the nation: 


Although it is possible to estimate the net benefits to Queensland, Indiana, or 
Manitoba from a change of the federal budgets of their respective countries, the 
existence of a single currency tends to shift the focus of debate toward the effect on 
the representative agent defined by type, for example, age, income, and job, and 
not by geographical locality. (p. 473) 


He predicts a similar result in Europe: 


Because the continuation of separate currencies encourages the calculation of 
benefits and costs in national terms, it exerts a centrifugal force, causing national 
politicians to fight for ‘our money,” the juste retour, and so forth. By contrast, cal- 
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culations that concentrate on a similar treatment of similar types of agents, irre- 
spective of location, exert a centripetal force. Adopting a single currency would be 
an important step in moving in this direction. (pp. 473-474) 


NATIONAL CURRENCIES, 
COLLECTIVE MONETARY EXPERIENCES, AND 
THE NATION AS A COMMUNITY OF SHARED FATE 


A third way in which national currencies may contribute to national identities 
is by creating a new sense of collectivity, not at the level of communication but at 
the level of experience. Put simply, in using the same money, citizens of a coun- 
try experience monetary phenomena together, and this may contribute to the 
sense of being a member of “a shared community of fate” (Tamir, 1995, p. 432) 
that characterizes national identity. 

A national currency might contribute to a sense of common experience in 
several ways. An increase in the domestic supply of the national currency, for ex- 
ample, will be experienced by everyone in the nation in ways that have a direct 
impact on their lives. The nation as a whole will also adjust collectively to 
changes in the country’s external payments position when the same currency is 
used by every citizen in that nation. If, for example, the exports of one region 
within the country decline, the currency might depreciate, and all citizens—al- 
beit in different ways and to different degrees—will experience the adjustments 
unleashed by this monetary change. If the government seeks to maintain a fixed 
exchange rate in this situation, the entire population will also feel the effects of 
the adjustments (e.g., a bank rate rise or areduction in the money supply) that are 
required to try to restore the external balance. This is not to suggest that these 
various collective experiences lead to similar outcomes for individuals or groups 
or regions. Of course, changes in the money supply, devaluations, and interest 
rate alterations will have very different effects on creditors and debtors, on ex- 
porters and importers, and so forth. My point is simply that, regardless of these 
differences, everyone within the nation experiences the changed monetary cir- 
cumstances in a synchronous, collective manner. 

In the age before national currencies, such collective monetary experiences 
were less likely to occur. A change in the exchange rate of the official currency 
or in the supply of official coins had little impact on the poor majority of the 
population who used forms of money that were not easily convertible into offi- 
cial money. Indeed, as noted already, the crucial “exchange rate” for this latter 
group was not the external rate between foreign and domestic money but rather 
the internal rate between “petty coins” and the official gold and silver coins 
(Braudel, 1985b, pp. 423-426). A changed external exchange rate would not af- 
fect even the wealthier in the same collective way as it would have in the age of 
national currencies. Because they used both domestic and foreign coins, a de- 
valuation of domestic coins would have differential effects according to the 
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composition of foreign and domestic coins that individuals held and employed 
before the rate change. Changes in internal exchange rates—such as that be- 
tween gold and silver coins, or between real coins and ghost money—were 
equally if not more significant to their lives than were alterations in the external 
exchange rate. 

The potential impact of the new common national monetary experiences on 
the development of national sentiments has not been well analyzed by historians 
of nationalism. It was, however, often identified in a general way and trumpeted 
by advocates of national currencies during the 19th century. During the revolu- 
tionary regime in France, defenders of the assignats often referred to this new 
national paper note as the “cement” of the new nation, binding individual inter- 
ests to the new general interest (Crouzet, 1993, pp. 134, 136; White, 1933). 
Similarly, U.S. Treasury Secretary Chase, who created the national banknote in 
1863, hoped it would encourage “the stimulation of the patriotism of the people 
which would arise from their closer touch with national affairs” as a result of 
their new direct interest in the management of the national currency (quoted in 
Davis, 1910, p. 106). 

Among more contemporary observers, Karl Polanyi (1944) is one of the few 
to have called attention to this significance of national currencies for national 
identities. In his 1944 work The Great Transformation, his analysis of this issue 
was brief but insightful. Polanyi criticized 19th-century economic liberals for 
having “thoroughly overlooked” what he considered to be “the constitutive im- 
portance of the currency in establishing the nation as the decisive economic and 
political unit of the time” (p. 202). During the era of the gold standard, he argued 
(perhaps too strongly) that many liberals assumed that national currencies were 
almost insignificant because everyone was tied to the same monetary standard, 
and market forces appeared to foster automatic adjustments in a cosmopolitan 
fashion. As Polanyi noted, however, the reality of the gold standard was quite 
different. National currencies were actively managed by central banks to influ- 
ence domestic monetary conditions and ease external adjustments in a fashion 
that was clearly national rather than cosmopolitan. In his words, this national 
monetary policy had a key “integrating power” for the nation: 


[It] created what amounted to veritable artificial weather conditions varying day 
by day and affected every member of the community. ... What the businessman, 
the organized workers, the housewife pondered, what the farmer who was plan- 
ning his crop, the parents who were weighing their children’s chances, the lovers 
who were waiting to get married, resolved in their minds when considering the fa- 
vor of the times, was more directly determined by the monetary policy of the cen- 
tral bank than by any other single factor. . . . Politically, the nation’s identity was 
established by the government; economically it was vested in the central bank. (p. 
205) 


For Polanyi (1944), this new kind of monetary system organized around na- 
tional currencies “was the strongest among the economic forces integrating the 
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nation” (p. 204). Moreover, he noted that, if this was already true in the era of the 
gold standard when the value of national currencies was quite stable, “it became 
incomparably truer when the currency became unstable” (p. 205). During the in- 
terwar years, large and frequent fluctuations in the value of national currency 
highlighted only too well the extent to which people shared a new common na- 
tional monetary space and set of experiences. These experiences not only af- 
fected relations among citizens (e.g., inflation could transform the relationship 
between debtors and creditors) but also between citizens and the outside world 
(e.g., nations with a depreciating currency “found themselves separated from 
their neighbors, as if by a chasm” [p. 24]). Not surprisingly, the consequence 
was that issues relating to the management of the national currency became “the 
pivot of national politics” (p. 24) in that era. Polanyi also highlighted the signifi- 
cance of these developments for the poor given their new incorporation in a 
monetary economy: “Apart from the unprecedented rate of change in the value 
of currencies, there was the circumstance that this change happened in a com- 
pletely monetized economy” (p. 24). In his words, “Under a modern money 
economy nobody could fail to experience daily the shrinking or expanding of the 
financial yardstick; populations became currency conscious” (p. 24). 

Obviously, these collective monetary experiences need not necessarily have 
encouraged a sense of positive allegiance to the nation. In fact, they may often 
have promoted the exact opposite sentiment. How many citizens of Germany 
felt proud to be German during the collective hyperinflation they experienced in 
the early 1920s? The point here is simply that these collective monetary experi- 
ences may have forced citizens to recognize themselves as members of a com- 
mon national community. In many instances, they no doubt deeply disapproved 
of the way their community chose to manage its money. But even in instances 
such as these, the existence of a national currency likely provided them with a 
strong incentive to participate in the national political arena to influence that 
choice. The German monetary experience of the early 1920s, for example, ap- 
pears to have resulted in a remarkably strong and deeply felt political commit- 
ment among Germans as a whole to preserve a conservatively managed national 
currency, a commitment that played a very significant role in influencing West 
German monetary policy in the postwar period. 

The German example is not the only one in which this link between national 
identities and the collective monetary experiences fostered by the use of national 
currencies can still be seen as significant today. As Polanyi (1944) noted, the 
link appears to be particularly noticeable in situations in which the collective 
monetary experiences are of a quite dramatic nature. A sudden devaluation, for 
example, is an event experienced in most countries as a collective national 
trauma. Similarly, speculative attacks on the national currency are often por- 
trayed in militaristic terms as an attack on the national community as a whole. 
The association between national currencies and national identities also arises in 
an opposite way in contemporary situations in which “currency substitution” is 
widespread. In Mexico, where dollars are widely used, for example, the mone- 


Downloaded from abs.sagepub.com at EMORY UNIV on April 18, 2015 


Helleiner / NATIONAL CURRENCIES = 1423 


tary system can undermine a sense of national collectivity. For those wealthier 
Mexican citizens who hold assets in dollars and work frequently with the U.S. 
currency, a devaluation is a less significant event than it is for the poor who con- 
tinue to live and work only with the peso. Whereas a national currency may re- 
mind rich and poor that they are members of the same nation, this denationalized 
monetary structure may reinforce the sense of distance between the two groups 
and the more “internationalized” identity of the former. 

In the European Union, too, the elimination of national currencies might be 
expected to contribute to the erosion of national identity in terms of this sense of 
acommunity of shared fate. In this context, however, the change is more likely to 
be experienced in a regional sense than a class-based one. Presently, when one 
region of a European country experiences a sudden decline in its exports to other 
European Union countries, the entire nation experiences this change and adjusts 
accordingly, with perhaps a devaluation or a tightening of national monetary 
policy. After the introduction of the euro, however, this region will be forced to 
find alternative adjustment mechanisms, perhaps a decrease in wages or migra- 
tion. These new adjustment mechanisms will be region specific and will not di- 
rectly involve other citizens of that country, just as similar adjustments within 
existing national currency zones are regionally specific. With this change may 
be lost the sense of being in the same national “monetary boat” together and of 
experiencing a shared monetary destiny at the national level. 


NATIONAL CURRENCIES AND POPULAR SOVEREIGNTY 


In this examination of 19th- and early-20th-century observations about the 
relationship between national identities and national currencies, one source we 
have not yet examined in detail are the writings of key nationalist theorists them- 
selves. The first prominent nationalist theorist of the 19th century to write about 
currency structures was Johann Fichte. In his 1800 work The Closed Commer- 
cial State (which he considered one of his best works), Fichte (1800/1979) advo- 
cated the creation of an independent and inconvertible national currency that 
was issued only by the state. His reasoning was straightforward: Only this kind 
of monetary structure would provide a nation with the necessary tools to control 
its own economic destiny. In contrast to “world money” (Weltgeld) such as gold 
or silver, an inconvertible national currency (Landesgeld) made out of paper or 
even leather would encourage self-sufficiency because “all the possibility of 
world trade depends upon the possession of means of exchange that are accepted 
throughout the world” (quoted in Heilperin, 1960, p. 92). This move was a cen- 
tral part of his broader project to create an interventionist state that provided for 
the economic needs of its people, guaranteeing work and regulating wages and 
prices. 

A similar idea was advanced in more detail by other nationalist theorists later 
in the 19th century. The well-known American economic nationalist, Henry 
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Carey, for example, also advocated an inconvertible national currency on the 
grounds that it would discourage international trade and remove any external 
constraint on the creation of domestic money to promote the economic growth 
of the nation.'* One of Carey’s prominent followers in Canada, Isaac Buchanan 
(1880), developed a similar set of arguments in promoting his National 
Currency Reform League soon after the creation of the new country in 1867. 
More explicitly than Fichte, he argued that an inconvertible national currency is- 
sued by the government could be managed actively to promote the growth and 
economic welfare of the nation. A currency based on a universal form of money 
such as gold, by contrast, was seen by Buchanan as a “disloyal” and “unpatri- 
otic” one because it would serve only an “alien” class “whose boast is that 
money capital owns no allegiance to country.” As he put it, a “patriotic” policy 
should thus be governed by the idea that money should be “a thing of or belong- 
ing to a country, not of or belonging to the world.” 7 

These ideas highlight for us a further way in which national currencies may 
contribute to a sense of national identities. A central aspect of the new kind of na- 
tional identity that emerged out of the era of the American and French revolu- 
tions was a commitment and attachment to the idea of popular sovereignty. 
Many of those committed to this new sense of political community and identity 
quickly came to see a national currency as an important tool that could help con- 
tribute to its realization. Although advocates of an inconvertible currency and an 
activist national monetary policy were often seen in economic circles as radical 
heretics who rejected the conventional liberal orthodoxy of the day, they were in 
fact simply extending to the monetary realm of new nationalist ideas of popular 
sovereignty that were current in the political realm. 

The relationship between Fichte’s thinking about money, for example, and 
the experience of the French revolution was, in fact, very close. As Carleton 
Hayes (1931, pp.263-264) points out, Fichte’s work drew heavily on, and was in 
many ways an apologist for, the experience of the inconvertible assignats in 
place during the early years of the revolution. Ironically, this experience did little 
in fact to support his case. The revolutionary government’s management of as- 
signats was, after all, quite a disastrous one. The currency was produced in ex- 
cessive amounts to meet government financial needs, and the result was a highly 
destabilizing hyperinflation. Far from cultivating a sense of popular sovereignty, 
the assignats produced a very different sentiment: deep popular discontent and 
little allegiance to the new nation. This discontent was particularly strong among 
the poor, who bore the brunt of the upheaval. The revolutionary government ini- 
tially sought to deflect blame for the monetary chaos on foreign speculators, but 
by 1795 they were forced to abolish the assignats and introduce a new converti- 
ble currency—the franc (White, 1933). 

The French experience highlights the need for Fichte’s argument to be quali- 
fied in one important respect: A national currency may cultivate a sense of na- 
tional identity only to the extent that it is managed in accordance with the wishes 
of the nation. Obviously, this was not the case in revolutionary France. And this 
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experience, combined with the earlier memory of John Law’s experiment with 
paper money, soured the French people, as well as many others, on the idea of a 
managed form of inconvertible paper money for generations to come. Indeed, 
the experience of assignats was frequently raised throughout the 19th century by 
opponents of the kinds of policies advocated by Fichte, Carey, and Buchanan. 
Even many important economic nationalist critics of liberalism often favored 
conservatively managed money tied to a metallic standard because they had wit- 
nessed the chaotic consequences of inconvertible money.’° 

In countries in which a national currency has been managed more closely in 
line with popular preferences, however, it has often been associated closely with 
a national identity. Perhaps the best example, once again, involved the Federal 
Republic of Germany during the postwar period, in which the association be- 
tween the national currency and the national identity was particularly pro- 
nounced. This association can be explained, in part, by the fact that the 
deutschmark in this period was managed in a way that has closely reflected the 
“will of the people.” Emerging out of the experience of hyperinflation in the 
early 1920s, a strong national consensus concerning the need for a conservative 
form of monetary management has existed in West Germany throughout the 
postwar period. This commitment was enshrined within the constitution of the 
institution that manages the national currency—the Bundesbank, and it has been 
followed closely ever since. One source of the deutschmark’s close association 
with West German identity is thus that it is viewed as a tool that serves the nation 
and helps it to meet its aspirations.'® 

The West German example is also useful in clarifying that national curren- 
cies need not be managed in the way that Fichte, Carey, and Buchanan advo- 
cated to be associated with a sense of popular sovereignty. Recall that these were 
all strong critics of economic liberalism in the monetary realm, whereas the 
deutschmark has been managed in a fashion more compatible with liberal goals 
of low inflation and convertibility. The significance of their work, then, was not 
the specific policy suggestions about how a national currency should be man- 
aged but rather their recognition that a national currency could serve the goal of 
popular sovereignty that emerged from the French and American revolutions. 

That these thinkers were critics of economic liberalism, however, was impor- 
tant in encouraging them to recognize this potential link between national cur- 
rencies and national identities. Because they felt money could be actively man- 
aged to achieve national goals, it was natural that they would see popular 
sovereignty as requiring a national monetary structure that the nation could 
manage. In economic liberal circles, by contrast, there was less desire to actively 
manage money in the 19th century. As a consequence, the notion that a commit- 
ment to popular sovereignty would require the creation of an independent na- 
tional currency was not as natural a one for them.17 For this reason, many na- 
tionalists of a liberal persuasion in that era saw little contradiction between their 
nationalism and their advocacy of currency unions or the international gold stan- 
dard. Indeed, as noted already, Polanyi (1944) argued that many economic liber- 
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als saw little reason even to recognize the nationality of currencies in the 19th 
century. But when the Keynesian revolution overturned liberal orthodoxy and 
advocated more activist monetary management during the 1930s and after, the 
macroeconomic importance of national currencies was once again emphasized, 
as it had been by the critics of liberal ideas in the 19th century. And in contrast to 
the experience of the assignats, activist monetary management in the Keynesian 
age may, in fact, have fostered a sense of national identity, at least according to 
Ardant (1975), who suggests that, by reducing unemployment, it provided all 
citizens with a greater sense of participation in the national economy (p. 237). 

This also helps to explain one of the reasons that the future of national curren- 
cies increasingly is questioned today in many parts of the world. As activist 
monetary management has become less popular in recent years, the political 
costs of giving up a national currency have diminished. No longer is this move 
seen to undermine popular sovereignty because “the people” appear to have lit- 
tle desire to actively manage money anyway. In many European Union coun- 
tries, for example, much support for the euro has come from liberal circles who 
would like to see the management of money removed from national govern- 
ments’ hands. Similarly, nationalists in places such as Quebec argue that they 
will not need an independent national currency once they create their own nation 
state, because activist national monetary management is seen as outdated. 

But whether national currencies really can be so easily written off as irrele- 
vant to a nation’s sense of popular sovereignty is questionable, even in an age 
when liberal ideas have emerged so triumphant. Despite the fact that active man- 
agement of money is no longer looked on as favorably, nations and nationalists 
prefer to keep that right to make that choice in their own hands. Margaret 
Thatcher, one of the leaders of the liberal counterrevolution against Keynesian- 
ism, but also a staunch nationalist, highlights this point well when she defends 
her desire to maintain an independent currency on grounds that a national cur- 
rency is central to a nation’s sovereignty. So, too, do countries, such as Estonia, 
that have recently abandoned any pretense of independent monetary manage- 
ment but that have done so not by giving up their national currencies but by dele- 
gating control to an independent currency board."* As the IMF Managing Direc- 
tor Michel Camdessus (1992) acknowledged in discussing currency 
arrangements among the Soviet successor states, the decision of newly inde- 
pendent countries to create national currencies may have many economic draw- 
backs, but it is a decision that “‘lies at the heart of national sovereignty” (p. 4). 


NATIONAL CURRENCIES, NATIONAL FAITH, 
AND THE SPIRITUAL UNITY OF THE NATION 


If Fichte’s ideas were closely related to “Jacobin nationalism” (Hayes, 1931, 


p. 265), a final argument linking national currencies to national identities can be 
found in the writings of a nationalist theorist from romanticist movement in the 
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early 19th century. For the romanticists, national identity was less about popu- 
lar sovereignty than about a deep mystical and emotional faith in one’s nation 
as an eternal community with a common descent and shared destiny. In James 
Mayall’s (1990) words, “for them a man without a country was incomplete, 
somehow less than a man” (p. 80). For the most part, their focus was on culture 
and history, not economics. One exception, however, was Adam Muller, a con- 
servative Prussian who acquired considerable influence as a critic of liberal eco- 
nomics in Metternich’s Austria as well as in Europe as a whole in the early 19th 
century. 

As Victor (1964) notes, Muller’s romanticist approach to political economy 
was a mix of economic nationalism and mysticism. He believed that “the state’s 
duty is to awaken national pride, the feeling of ‘oneness’ with the national state 
in the economic sphere” (Roll, 1939, p. 223). A national currency was seen as a 
key tool in this project. As John Bell (1953) notes, a national currency for Muller 
“was but another tie that, like the state, bound the people together. He viewed 
money as an expression of the oneness of the people” (p. 307). But this bond was 
not in terms of the issues of imagery, communication, the community of fate, or 
sovereignty that we have already examined. Rather, it was at a more emotional 
level. 

A clue to what Muller was driving at comes from the fact that, like Fichte, he 
was particularly keen that the national currency be inconvertible (he referred to 
this as “Nationgeld” rather than Fichte’s “Landesgeld’’). His reasoning was not 
that this would bolster popular sovereignty, as Fichte had hoped. Rather, Muller 
saw this kind of national currency as important because it would strengthen the 
allegiance of citizens to the nation in a more profound psychological sense. Roll 
(1939) explains that Muller thought that metallic forms of money were too “cos- 
mopolitan,” a feature that ensured that they “destroyed the links which should tie 
each individual indissoluably to his own state” (p. 224). An inconvertible form 
of paper currency, by contrast, was “patriotic” (Roll, 1939, p. 224) because it 
“tied men closely into the state” (Bell, 1953, p. 307). In Muller’s own words, a 
national currency that was inconvertible would act as an expression of the “inner 
spiritual unity” of the nation (quoted in Pribam, 1983, p. 212). 

Although well outside of the mainstream economics of his day, Muller’s 
ideas raised an important point about the potential sociological implications of 
national currencies.” His was, as Roll (1939) notes, a “mystical theory of 
money” (p. 223) that emphasized the ways that nonmetallic forms of money 
might bolster a kind of collective faith in the nation and the state that issued it. 
This was an interesting observation in an era in which money increasing took 
this form. As I noted in passing above, and as Antony Giddens (1985, 1990) has 
highlighted, the construction of national currencies in the 19th century involved 
the transformation of money from a metallic form into a “token” form. Before 
the 19th century, most official money in circulation consisted of gold and silver 
coins whose metallic value was, at least in theory, close to their nominal value. 
During the 19th century, these full-weight coins were increasingly replaced by 
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token forms of money—both token coins and banknotes—whose face value de- 
rived not from their metallic content but from a value assigned by the state. In 
light of Muller’s preference for inconvertible money, it is important to recall that 
this transformation took place not just in those countries whose national curren- 
cies were of this kind but also those in whose currencies were convertible into a 
metal such as gold. Monetary systems that were placed on the gold standard in 
the 19th century had very few full-weight gold coins in circulation. Rather, the 
bulk of the currency in use consisted of paper notes and token coins whose value 
derived from an assigned value they were given by the state in relation to gold.” 

Whereas “commodity money” was accepted on the basis of its intrinsic 
value, the new token forms of money had no intrinsic value, and both Giddens 
and Simmel have noted how trust played an important part in their acceptance 
among the population. Giddens focuses on the importance of trust in the state 
that issued and managing the money; a trust was essential because token forms 
of money had to be closely managed by these authorities to ensure that they 
maintained their reliable value. Equally necessary was trust in one’s fellow citi- 
zens. For something with no intrinsic worth to be accepted as having value, peo- 
ple must trust each other to accept that it has value. Particularly significant was 
intertemporal trust, because token money received for work today could only be 
translated into real goods tomorrow if others continued to accept that form of 
money as valid. As Frankel (1977) notes, it was for this reason that Simmel com- 
pared token forms of money to “‘a bill of exchange drawn on society on which the 
name of the drawee has not been filled in” (p. 32). And, although Simmel does 
not call much attention to this point, it is important for us to note that the “‘soci- 
ety” on whom the “bill” was drawn was the nation. 

Because of the dependence of the new, token national currencies on these 
forms of trust, it is easy to see how their use could encourage an identification 
with the nation state in the way that Muller suggested. Like it or not, people were 
forced to recognize that the value and use of their money was now dependent on 
the trustworthiness of the national state and of their fellow national citizens over 
time. This dependence, in turn, may have helped to contribute to a greater sense 
of belonging to, as well as to a greater faith in, the national community in con- 
trast to the “cosmopolitanism” fostered by metallic forms of money. For this rea- 
son, it seems plausible to conclude that the “imagined” value of token money 
may have played a significant role in encouraging a recognition of one’s mem- 
bership in this new “imagined” community of the nation.” 

This identification with the nation was likely particularly strong when the na- 
tional currency was very reliable as a medium of exchange and stable in value 
over time. In these instances, the trust that one was forced to place in one’s state 
and fellow citizens would seem well-deserved. Indeed, the users of the currency 
might come to see this money as an important symbol of the national community 
and their faith in it. Simmel (1900/1978), for example, suggested that stable 
money can become a powerful symbol of trust and social stability because of its 
certainty as a measure of value. In a chaotic and unchanging world, it can seem a 
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constant and stable reference point over time. Because the nation itself is sup- 
posed to provide the same psychological benefit—acting as a community in 
whom trust can be placed and whose roots stretch not only far back into a distant 
past but also forward into a promising future (Tamir, 1995)—a national currency 
has the potential to become a powerful symbol of this community. Moreover, 
this symbolic value of national currencies might be further bolstered by the fact 
that trust in token money and trust in the nation in fact both seem to share a simi- 
lar quasi-religious form of belief. B. Anderson (1983), for example, has sug- 
gested that the sentiments surrounding nationalism are also really more akin to 
those of religious faith than those associated with a secular ideology. And the 
way in which token money is so widely used and accepted, despite its lack of in- 
trinsic value, is a phenomenon often seen as based on a similarly deep level of 
mysterious faith. For instance, Simmel described the transformation of money 
into atoken form that involved a “growing spiritualisation of money” (p. 175). 

In the contemporary age, a good example of the way in which a stable na- 
tional currency can become a symbol of faith in the nation comes from a case we 
have already examined: the strength of the attachment to the deutschmark in 
West Germany during the postwar period. This attachment appeared to stem not 
just from the sense of past collective experiences or popular sovereignty men- 
tioned earlier. Also significant was the fact that this currency became a symbol 
of trust and social stability in a nation that experienced so much of the opposite 
in the interwar years. In the postwar years, when German nationalism had been 
so discredited, faith in the currency and the stability it represented came to be 
one of the few acceptable ways of expressing an identification with the nation. 

In the 19th century, the way that stable national currencies could become ob- 
jects of national identification in this way was also recognized. Soon after the 
political unification of Italy, the minister concerned with unifying the currency 
noted that money was not only the “most popular . . . and most universal monu- 
ment that can represent the unity of the nation” but also the “most constant” 
(Royal Commission, 1868, p. 300). The new unified coinage, he observed, 
would be an “emblem and pledge of the stability of the new order of things” 
(Royal Commission, 1868, p. 304). With the onset of the nationalist age, both 
the French and the British governments also renamed their coins after forms of 
money that had been famous in the distant past of their country for their stability: 
the franc (named in 1795 after a stable coin first issued in 1360) and the sover- 
eign (named in 1816 after a coin first issued in 1489). These names not only pro- 
vided a reminder of the deep history of the nation but also had the added benefit 
of highlighting the kind of community being imagined; in France, the nation was 
“free,” whereas in Britain a “cult of the monarchy” (Colley, 1992, p. 225) be- 
came a central way in which nationalism was expressed in that age. The growth 
of national numismatic societies and interest in national numismatic history in 
the 19th century may also have highlighted a further way in which national cur- 
rencies came to symbolize a connection between the deep past of the nation and 
its present. In the words of one British observer in the 1860s who opposed the 
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universal coin proposal, a national currency such as the pound, whose value has 
been stable over as long a period, should be viewed as “‘a sort of national inheri- 
tance” (Royal Commission, 1868, p. 130). 

But the very faith in the nation that is fostered by stable national currencies 
can also be shattered by these currencies if they are not stable. In circumstances 
of high inflation and currency volatility, national currencies cultivate not a sense 
of spiritual unity but a deep social distrust and feeling of alienation. Recall one 
more time the experience of the assignats. It was this very sense of distrust in 
money and the nation that the French government was seeking so hard to over- 
come with its 1795 coinage reform that introduced the franc as a coin with stable 
value tied to metal. The same distrust can be found in many parts of the world to- 
day where hyperinflation and depreciated national currencies translate into a 
loss of both pride and identification with the nation. In Mexico, for example, 
where dollars are used in such a widespread fashion, DePalma notes “the extent 
to which the battered peso has been discarded by people who normally defend 
national symbols and reject any sign of American intervention in their native 
soil” (quoted in Cohen, 1998, p. 120). The relationship between national curren- 
cies and faith in the nation is thus a conditional one: If the former is not stable, it 
is unlikely to be associated with the latter. 

In sum, Muller’s point was an important one: that national currencies can be 
linked to national identities at a deeper mystical and emotional level. Because of 
their token nature, modern forms of money rest on a kind of faith that can and has 
been linked to faith in the nation itself. Because of their belief that token money 
merely represented gold in the 19th century, most economic liberals missed this 
point, but supporters of inconvertible money such as Muller picked it up. At the 
same time, however, Muller did not recognize the fragile nature of the relation- 
ship between national currencies and national identities. If the token currencies 
he advocated were managed in a highly unstable fashion, they were unlikely to 
foster the sense of rootedness and spiritual unity that he hoped for. 


CONCLUSION 


In this article, I have argued that the insights of various 19th- and early 20th- 
century observers provide a useful starting point for an analysis of the relation- 
ship between national currencies and national identities. Building on their ideas, 
I have suggested that national currencies might foster national identities in five 
distinct ways. First, they can provide a very effective vehicle for nationalist im- 
agery that aims to construct a sense of collective tradition and memory. Second, 
like language, national currencies act as acommon medium of social communi- 
cation that may both facilitate the “communicative efficiency” of members of 
the nation and encourage similar frameworks of thought. Third, the feeling of 
being amember of acommunity of shared fate that is at the core of national iden- 
tities might be bolstered by collective monetary experiences of people in the 
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same national currency zone. Fourth, through their ability to serve the wishes of 
the people, national currencies can be associated with a sense of popular sover- 
eignty, at least insofar as they are managed in a way that corresponds with those 
wishes. And, finally, because of their token nature, national currencies may be 
linked to the kind of quasi-religious faith that is associated with nationalism, es- 
pecially when a currency is managed in a relatively stable manner. 

As noted in the introduction, the goal of this article has not been to prove that 
these various causal relationships between national currencies and national 
identities have in fact existed historically or that they exist today. Instead, my ob- 
jective has been a more limited one of outlining some analytical ways to begin to 
think about the role that national currencies might play in fostering a sense of na- 
tional identity. To the extent that my analytical suggestions hold true, however, 
they may help to explain the apparent strength of the association between na- 
tional identities and national currencies in many countries in different eras. For 
they illustrate that this association can be quite multifaceted. This is not to sug- 
gest that each of the five links exists or is equally strong in each country in every 
era. In West Germany during the postwar period, as I have suggested, the third, 
fourth, and fifth links may have been the more significant ones in explaining 
how the deutschmark is related to West German identity. In England today, the 
links relating to imagery on money and popular sovereignty—the first and the 
fourth—appear to be particularly significant. But whatever the relative weight- 
ings, the fact that there are multiple channels through which a national currency 
may foster a sense of national identity in today’s world may help to explain why 
this relationship is often quite a potent one. 

This article also raises several broader conclusions for contemporary aca- 
demic literature. The first relates to the point that, as I noted at the start of this ar- 
ticle, existing literature analyzing nations and nationalism has almost entirely 
ignored the study of national currencies. As I have argued, this neglect may have 
been a mistake. National currencies may have played, and may continue to play, 
an important role in the formation of national identities, as writers in the 19th 
and early 20th centuries suggested. That contemporary scholars of nationalism 
have failed to investigate this issue likely reflects their preoccupation with the 
political and cultural sides of nationalism to the neglect of more economic is- 
sues. I hope to have demonstrated one way in which this imbalance can begin to 
be addressed in both an historical and a contemporary sense. 

I also noted in the introduction that the vast contemporary literature on 
money has done little to address this topic. In this case, the problem has likely re- 
sulted from an opposite phenomenon: Writings on money tend to be dominated 
too much by economists. A study of this relationship between national curren- 
cies and national identities requires an examination of money not just as an eco- 
nomic phenomenon but also a political, sociological, and cultural one. Unfortu- 
nately, social scientists from disciplines other than economics have tended to 
shy away from studies of currencies at the same time that modern economists 
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have abandoned the more interdisciplinary focus that their 19th-century prede- 
cessors often had. 

The consequence has been not just a hole in the literature but also a weakness 
in the ability of social science theory to interpret developments in the contempo- 
rary world. The central theory on which so much analysis of the relationship 
between political space and the organization of money draws was one developed 
by economists: the theory of optimum currency areas. It explains in a sophisti- 
cated fashion the economic costs and benefits that can be realized through the 
choice to maintain or give up a national currency. But as Goodhart (1995) ac- 
knowledges, the theory has “relatively little predictive power” (p. 452). Almost 
every country in the world maintains its own national currency and, as Goodhart 
puts it, “the boundaries of states rarely coincide exactly with optimum currency 
areas.” Similarly, Richard Pomfret (1995) concludes his analysis of the creation 
of national currencies in newly independent states of the ex-Soviet Union by 
noting that the theory “has turned out to be almost totally irrelevant” (p. 288). 
One reason for this irrelevance is clear: National currencies may be linked not 
just to the goals of economic efficiency but also to various noneconomic goals, 
of which the constitution of national identities may be a one. Without examining 
this relationship in more detail, it will be difficult for social scientists to make 
sense of many of the dramatic monetary upheavals in our time. This article has 
suggested some ways to begin this task. 


NOTES 


1. Quotation from the British politician, Mr. Heathcoate-Amory, in “Kohl Stokes Up EMU Dis- 
pute,” The Financial Times, May 28, 1994, p. 6. 

2. The Economist, quoted in Cohen (1998, p. 37). 

3. For brief exceptions in numismatic literature, see Doty (1989), Hewitt (1994), and Swanson 
(1995). See also Gilbert (in press), Centano (1996), and McGinley (1993). 

4, For the importance of technological change in the printing (although excluding a discussion 
of money), see P. Anderson (1991). 

5. As Swanson (1995) notes, the Confederacy had, in fact, emblazoned its new notes with na- 
tionalist images a few months earlier. 

6. The most dramatic example of this emulation process was Japan, whose banknotes were 
transformed in 1872 from a very different traditional style to a Western style based on the U.S. model 
for the simple reason that they were initially engraved and printed by the Continental Bank Note 
company of New York, the same company that had designed and engraved the U.S. notes in 1863 
(Boling, 1988). 

7. For accounts of the imagery on national currencies in various countries during the 19th and 
early 20th centuries, see, for example, Hewitt (1994), Centano (1996), and Gilbert (in press). 

8. The use of maps in the construction of nationalist identities is well analyzed by Winichakul 
(1994). 

9. Record Group 318, Records of the Bureau of Engraving and Printing, Press Copies of Offi- 
cial and Miscellaneous Letters Sent, 1862-1912, Vol. 1 of 346. National Archives, Washington, D.C. 

10. For this reason, money was an especially important tool for conveying nationalists messages 
in places such as Latin America, where all these phenomena were particularly present, as Doty 
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(1989) and Centano (1996) point out. See also Swanson (1995) for the case of the United States. P. 
Anderson (1991) also highlights the importance of printed images in an age of widespread illiteracy 
(although not on money). 

11. Hugh Dickinson in his column titled “Do we want religious toleration?” in The Financial 
Times, July 9, 1994. 

12. Almost all new, the states in Eastern European have introduced national currencies with im- 
ages and names of currencies that evoke the distant past of the nation. See, for example, Murphy 
(1992). 

13. See, for example, Smith (1936/1990). Even countries such as Canada, which continued to al- 
low a multiplicity of private banknotes to circulate, chose to monopolize the issue of low- 
denomination notes partly for this reason. 

14. Carey, however, was also a supporter of “free banking” within the nation. See, for example, 
Nugent (1968). 

15. This was true, for example, of the first major political economist in the United States, Daniel 
Raymond, who in most other aspects shared similar views as Fichte, Carey, and Buchanan. He ar- 
gued that a convertible currency was necessary to avoid the experience of the reckless note issues by 
many U.S. banks in the early 19th century, an experience that he argued had often seriously hurt the 
masses (Neill, 1897, pp. 35, 40-41). 

16. This argument—that the deutschmark is linked to a sense of popular sovereignty—might 
strike some as odd because its day-to-day management is tightly insulated from any democratic in- 
fluence in the independent Bundesbank. But as analysts of the Bundesbank make clear, its independ- 
ent status has survived so long only because of its popular legitimacy. See, for example, Kennedy 
(1991). 

17. This point should not be overstated, however. An important episode during the 19th century, 
in which currency was linked to a sense of national identity, involved the fight in Scotland during the 
1820s against the British Parliament’s efforts to abolish its independent, small-denomination notes. 
The Scots passionately opposed this interference from London on “popular sovereignty” grounds, 
arguing that these notes had served Scotland well and that the 1707 Act of Union had guaranteed that 
their laws would remain the same unless the Scots wanted change. Indeed, this campaign is often 
seen to mark the origins of modern Scottish nationalism (Scott, 1981). But the Scots did not want to 
maintain their independent banknotes to pursue the kind of program outlined by Fichte or Carey. In- 
stead, they were defended on the very liberal grounds that the notes had served Scotland through 
their stable value, their security, and through their ability to promote trade and economic growth. 

18. Also important in these instances may be the other links to nationalism discussed in this arti- 
cle, as well as the desire to capture seignorage gains from issuing a currency. 

19. In a general sense, my argument here is similar to that of Schumpeter (1954), who thought 
Muller and other romanticists made little contribution to economics but did contribute to the devel- 
opment of “economic sociology” (p. 99). 

20. The United Kingdom was the first to create this kind of coinage system when it moved for- 
mally onto a gold standard in 1816. The United States did the same in 1853. Other leading industrial 
powers also created token coinages when they joined the gold standard after the 1860s. 

2i. Before the 19th century, national currencies had also been “imagined” in the form of the 
“ghost” unit of accounts, but these had no value, and they corresponded to no actual money in circu- 
lation. With the arrival of the nation state, this imaginary money acquired substance in terms of a real 
value and form. 
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